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INTRODUCTION 


Nearly  forty  years  ago  private  industry  discovered  that  its  pro¬ 
curement  problems  could  be  handled  more  efficiently  and  economically 
by  employing  a  specially  qualified  purchasing  agent  to  control  all  buy¬ 
ing  activities.  After  this  plan  had  been  adopted  by  all  of  the  larger 
industrial  firms  it  was  introduced  into  a  number  of  governmental  units. 
Public  officials  have  discovered,  as  had  business  executives,  that  the 
needs  of  the  organization  could  be  met  more  economically  if  authority 
over  purchases  was  centralized  in  competent  personnel  who  would  con¬ 
solidate  departmental  requirements,  develop  quality  standards  and  spec¬ 
ifications,  stimulate  competition  among  bidders,  inspect  and  test  goods 
delivered  for  compliance  with  specifications,  and  control  the  storing 
and  salvage  of  equipment  and  supplies. 

These  principles  have  been  at  least  partially  adopted  by  every 
governmental  unit  in  Mecklenburg  County.  For  these  governments  are 
large  service  institutions.  A  century  ago  their  principal  function  was 
the  preservation  of  the  public  peace.  However,  the  steady  growth  in 
population  and  the  persistent  demands  for  greater  protection  and  ser¬ 
vices  have  transformed  the  governments  as  to  number,  size,  and  respon¬ 
sibility.  Today  they  employ  thousands  of  local  citizens  and  use  tre¬ 
mendous  quantities  of  supplies,  materials,  and  equipment.  A  wide  variety 
of  commodities  ranging  from  paper  clips  to  aerial  fire  engines  are  used 
to  meet  the  needs  of  the  government's  stockholders,  the  taxpaying  public. 
These  commodities  are  not  commandeered  as  would  be  done  by  a  conquering 
army  but  must  be  purchased  with  public  funds.  As  20  to  50  per  cent  of 
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the  annual  operating  budgets  of  the  governments  of  Mecklenburg  County 
are  spent  for  these  commodities,  any  attempt  to  examine  county  and 
municipal  governments  must  consider  the  methods  used  to  purchase  gov¬ 
ernmental  supplies. 

A.s  a  part  of  the  city-county  consolidation  survey,  this  study  will 
describe  the  methods  used  to  purchase,  store,  and  dispose  of  the  nu¬ 
merous  items  used  by  the  governments  of  Mecklenburg  County,  The  steps 
necessary  for  improving  public  purchasing  procedure  will  be  outlined 
and  alternative  recommendations  will  be  made  (1)  for  improving  pur¬ 
chasing  practices  of  the  present  county  and  city  governments,  (2)  for 
meeting  the  problems  incident  to  partial  functional  consolidation,  and 
(3)  for  establishing  a  purchasing  procedure  for  a  consolidated  county- 
city  government. 


. 


■ 


. 
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THE  SCOPE  OF  PUBLIC  PURCHASING 


During  the  19U8-U9  fiscal  year  the  governmental  units  of  Mecklen¬ 
burg  County  spent  an  estimated  $2,998,1*76  for  supplies,  materials, 
and  equipment.  This  sum  represents  approximately  one-third  of  the 
operating  expenditures  of  the  agencies  in  that  year.  The  estimated 
expenditures  for  these  items  constitute  the  second  largest  expense 
of  the  local  governments,  being  exceeded  only  by  that  for  personal 
services. 

Table  I,  gives  an  estimate  of  the  total  expenditures  for  supplies, 
material,  and  equipment  for  the  19U8— U9  fiscal  year  by  Mecklenburg 
County,  the  City  of  Charlotte,  the  Park  and  Recreation  Commission  and 
the  Mecklenburg  County  and  Charlotte  School  units.  These  totals  do 
not  include  the  cost  of  public  utilities,  land  or  buildings,  or  the 
cost  of  contractual  capital  improvements. 

Table  II,  presents  a  more  detailed  breakdown  of  the  expenditures 
of  the  City  and  County  government  for  the  19U6-1*7  fiscal  year.  Be¬ 
cause  worn  machinery  and  equipment  are  now  being  replaced  and  because 
the  method  of  giving  poor  relief  has  been  changed,  expenditures  for 
the  current  fiscal  year  might  present  a  slightly  different  pattern. 

The  most  notable  change  would  be  a  general  increase  in  nearly  all 
expenditures. 
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Table  I 

ESTIMATED  TOTAL  EXPENDITURES  FOR  SUPPLIES,  MATERIAL ,  AND  EQUIPMENT 

July  1,  1 9^8  to  June  30,  19b9 


Charlotte : 

Board  of  School  Commissioners 

$  388,663 

City 

1,8.96,981 

Park  &  Recreation  Commission 

98,850 

Subtotal 

$2,3Uli,ii9l» 

Mecklenburg  County: 


Board  of  Education 

$  172,158 

County 

l±8l,82it 

Subtotal 

$  653,982 

TOTAL 

$2,998,1:76 
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Table  II 

NON-CAPITAL  OUTLAY  PURCHASES 
MECKLENBURG  COUNTY  AND  THE  CITY  OF  CHARLOTTE 
July  1,  I9I4.6  to  June  30,  19^7 


Purchase 

County 

City 

Total 

Auto  Repairs 

8,003 

75,585 

83,588 

Auto  Tags  Sc  License  Plates 

867 

867 

Auto  St  Truck  Parts  Sc  Supplies 

6,237 

56, 982 

63,219 

Automobiles  -  New 

12,869 

18,119 

30,988 

Books  Sc  Periodicals 

13,6U8 

1,989 

15,597 

Building  Repairs  Sc  Supplies 

8,600 

27,978 

36,578 

Bureau  of  Identification 

136 

136 

Burial  Sc  Ambulance  Expense 

839 

839 

Clothing 

9,799 

19,533 

29,332 

Dog  Food 

1,378 

1,378 

Engineering  Supplies 

150 

150 

Equipment : 

Fire  Department  Equipment 

1,300 

1,300 

Police  Equipment  Sc  Supplies 

1,716 

1,836 

3,552 

Court  Equipment 

1,9U* 

573 

2,517 

Airport  Machinery  Sc  Equipment 

720 

720 

Sanitation  Equipment 

2,365 

20,972 

23,337 

Street  Maintenance  Equipment 

7,252 

7,252 

Waterworks  Machinery  Sc  Equipment 

U,663 

4,663 

Office  Equipment 

13,858 

6,111 

19,969 

Cemetery  Machinery  Sc  Equipment 

1,350 

1,350 

Building  Equipment  Sc  Furnishings 

8,760 

8,760 

Household  Equipment 

229 

229 

Farm  &  Dairy  Equipment  &  Supplies 

7,223 

7,223 

Health  Sc  Welfare  Dept.  Equipment 

3,290 

2,353 

5,683 

Safety  Dept.  Machinery  Sc  Equipment 

9U6 

9U6 

Equipment  -  General 

60 

983 

1,003 

Fertilizer,  Seeds  Sc  Plants 

583 

5,109 

Food 

173,190 

610 

173,800 

Fuel 

18,8214 

11,828 

30,288 

Furniture  Sc  Fixtures 

3,329 

3,329 

Gasoline  Sc  Oil 

12,900 

86,891 

59,791 

House  Furnishings 

7,656 

7,656 

Insurance  &  Bonding 

8,039 

37,688 

85,683 

Janitorial  Sc  Household  Supplies 

12,905 

7,162 

20,067 

Lodging 

219 

219 

Equipment,  Supplies  Sc  Repairs 

11,356 

20,162 

31,518 

Medical  Supplies  Sc  Doctor  Bills 

28,635 

21,398 

86,033 

Office  Supplies,  Printing  Sc  Binding 

26,010 

16,482 

142,1492 

Plumbing  Sc  Heating  Repairs 

798 

8,581 

9,379 

Postage 

8,227 

8,798 

13,021 

Repair  to  Books 

828 

U2I4 

Repairs  to  Meters,  Traffic  Signs,  Sc  Hydrants 

9,570 

9,570 

Repairs  to  Streets  Sc  Sidewalks 

26,728 

26,728 

Water  Meters  Repairs  Sc  Service 

13,298 

13,298 

Scientific  Supplies 

878 

17,905 

18,783 

Street  Lights 

87,872 

87,872 

Supplies  Sc  Tools 

1,593 

3,880 

5,833 

Tobacco  Sc  Snuff 

928 

928 

Trucks 

20,598 

20,598 

Traffic  Lights 

10,563 

10,563 

TOTAL 

805,733 

583,929 

989,662 

<- 


PRESENT  PURCHASING  ORGANIZATIONS 


Charlotte 

Since  the  establishment  of  the  city  manager  form  of  government 
in  1929,  the  purchasing  agent  has  been  responsible  in  theory  for  co¬ 
ordinating  and  consolidating  municipal  purchases.  Under  the  previous 
commission  form  of  government  piecemeal  buying  was  the  rule  although 
responsibility  for  accepting  bids  and  preparing  contracts  resided  in 
the  Mayor  who  was  the  Commissioner  of  Administration  and  Finance. 

This  was  changed  during  the  first  two  years  of  city  manager  govern¬ 
ment  wnen  purchasing  was  centralized  for  the  first  time  in  Charlotte’s 
history.  The  actual  attempt  to  consolidate  purchases  was  short  lived 
as  the  position  of  purchasing  agent  was  left  vacant  from  1931  to  1935« 
During  that  period  the  new  ''manager  took  over  the  job  of  the  purchas¬ 
ing  agent  and  became  in  effect  a  control  clerk  approving  requisitions 
at  the  request  of  department  heads  or  council  members,  who  were  able 
to  put  through  almost  any  request.  Competitive  buying  received  a 
sharp  blow  during  this  period. In  fact,  the  lack  of  open  formal 
procedure  in  the  handling  of  the  city’s  affairs  led  to  public  sus¬ 
picion. 

After  a  contract  to  repair  an  incinerator  was  let  to  a  former 
partner  of  a  member  of  the  city  council  without  asking  for  bids,  a 
taxpayer’s  suit  was  brought  against  the  mayor,  the  city  engineer,  the 
city  manager,  and  the  contractor  and  his  former  partner.  A  Superior 

1  Stone,  Price,  and  Stone,  City  Manager  Government  in  Nine  Cities. 
Public  Administration  Service  (Chicago,  19U0),  p.  71 o~ 
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Court  jury  found  all  the  defendants  to  have  conspired  to  obtain  the 
contract  at  an  excessive  and  exorbitant  price.  The  North  Carolina 
Supreme  Court  in  upholding  the  decision  held  the  contractor,  the  mayor, 
the  city  engineer,  the  city  manager,  and  the  councilman  liable  to  the 
city  for  the  amount  by  which  the  price  paid  exceeded  the  reasonable 

p 

value  of  the  worked  performed. 

Centralized  purchasing  was  re-established  by  the  new  city  manager 
in  1935>  with  the  appointment  of  a  head  of  the  purchasing  division. 

The  purchasing  agent  worked  closely  with  the  manager  but  a  survey  in 
1939  reported  that  "Many  practices  generally  considered  appropriate 
in  public  buying  have  not  yet  been  adopted.  Piecemeal  buying  is  the 
rule;  no  salvaging  of  supplies  or  equipment,  no  testing  or  other  at¬ 
tempts  to  improve  quality  were  in  evidence;  and  little  or  no  standard¬ 
ization  is  practiced.  Orders  are  often  rotated  among  local  merchants, 

3 

who  are  given  preference  over  outsiders," 

World  War  II  of  course  created  impossible  supply  problems  for  all 
municipalities  and  all  purchasing  agents.  Of  necessity  much  of  the 
purchasing  agent's  time  was  devoted  to  obtaining  priorities  and  grad¬ 
ually  more  of  the  responsibility  for  actual  purchase  negotiations  was 
relinquished  to  the  department  heads.  In  January,  191+8,  it  was  esti¬ 
mated  that  60  per  cent  of  all  city  purchases  were  handled  by  department 
heads  outside  of  the  purchasing  department.  While  this  survey  was  in 
progress,  a  concerted  attempt  has  been  made  by  the  city  manager  and 
the  purchasing  agent  to  reduce  unnecessary  independent  purchasing. 
Present  estimates  indicate  that  less  than  10  per  cent  of  all  purchases 

2  J.  T.  Moore  et  al.  v,  Charles  E.  Lambeth  et  al.,  207  N#  C.  23 
(193U). 

3  Stone,  Price,  and  Stone,  op.  cit. ,  p.  77. 
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are  made  without  the  purchasing  agent’s  prior  approval  and  these  pur¬ 
chases  account  for  less  than  10  per  cent  of  the  dollar  value  of  all 
city  purchases. 

The  Charlotte  Purchasing  Department  was  first  specifically  pro¬ 
vided  for  when  the  city  charter  was  rewritten  in  1939*  The  department* 
which  has  an  operating  budget  of  $11 *559.56  for  the  19U9-50  fiscal  year* 
consists  of  a  purchasing  agent  and  two  clerks.  Something  of  the  mag¬ 
nitude  of  Charlotte’s  purchases  is  indicated  by  the  fact  that  approx¬ 
imately  10,000  purchase  orders  flow  out  of  the  purchasing  office  each 
year  to  keep  city  departments  supplied  with  goods  and  services.  The 
following  excerpt  from  Section  I48  of  the  Charlotte  city  charter  out¬ 
lines  the  duties  of  the  purchasing  agent, 

’’The  chief  purchasing  agent  shall  have  charge  of  purchasing  all 
supplies  and  equipment  for  the  City  of  Charlotte  and  all  its 
departments.  He  shall  prepare  all  specifications  and  advertise¬ 
ments  for  bids  for  public  works,  supplies  and  equipment  and  ad¬ 
vertise  for  same  as  provided  by  lav/  and  prepare  all  contracts 
relative  to  such  matters  where  contracts  are  required,  all  under 
the  general  supervision  and  control  of  the  city  manager,  and  to 
perform  such  additional  services  and  duties  as  the  city  manager 
and  the  city  council  may  prescribe,  provided  that  all  such  pur¬ 
chases  and  contracts  shall  be  approved  by  the  city  council,  and 
all  contracts  shall  be  signed  by  the  mayor  or  mayor  pro  tern, 
and  attested  by  the  city  clerk  and  approved  as  to  form  by  the 
city  attorney  and  certified  by  the  city  accountant,  as  provided 
by  law,  before  becoming  effective.” 

All  contracts  for  equipment,  supplies,  and  public  works  are  nego¬ 
tiated  by  the  purchasing  agent  and  then  approved  by  the  city  council. 
Contracts  for  the  purchase  of  insurance  are  handled  by  the  city  treas¬ 
urer.  The  purchases  of  all  municipal  agencies  except  the  Charlotte 
Board  of  School  Commissioners  and  the  Park  and  Recreation  Commission 
are  handled  by  the  purchasing  agent.  The  purchasing  procedure  of  these 
two  agencies  will  be  treated  separately  in  this  report. 
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Charlotte  Board  of  School  Commissioners 
The  seven-man  Charlotte  Board  of  School  Commissioners  supervises 
the  city  school  system.  During  the  1948— U9  school  year  the  Charlotte 
Board  spent  a  total  of  1388,663  for  supplies,  materials  and  equipment. 
This  sum  does  not  include  any  part  of  the  $>U,  000, 000  school  building 
program  financed  by  bonds  voted  during  the  previous  year. 

The  size  of  this  large  school  program  indicates  something  of  the 
purchasing  problems  which  confront  the  business  manager  of  the  Char¬ 
lotte  school  system,  .Although  the  major  item  in  the  school  budget  is 
for  teachers  salaries,  approximately  20  per  cent  of  all  school  ex¬ 
penditures  go  for  equipment  and  supplies.  Purchases  of  food  have  of 
course  increased  sharply  with  the  development  of  an  extensive  school 
lunch  program. 

Much  of  the  time  of  the  business  manager  of  the  system  is  spent 
in  conferences  with  agents,  salesmen,  school  employees,  and  others  in 
regard  to  purchases.  The  business  manager  selects  the  articles  to  be 
bought  and  supervises  the  storing  and  distribution  of  instructional 
and  janitorial  supplies  which  are  bought  in  bulk.  Many  purchases  are 
made  on  state  contracts  and  the  business  manager  is  guided  by  the  pre¬ 
vious  year's  withdrawals*  There  is  a  lack  of  warehouse  and  storage 
space.  Six  employees,  a  maintenance  engineer,  a  plumber,  a  steam 
fitter  and  master  mechanic,  a  carpenter,  a  mechanic's  assistant,  and 
a  storekeeper,  constitute  the  permanent  maintenance  force.  Janitors 
or  shop  instructors  assist  with  the  maintenance  work  during  the  summer 
months,  but  most  repair  work  is  said  to  be  let  to  private  contractors. 

Park  and  Recreation  Commission 


The  Park  and  Recreation  Commission  is  an  independent  agency  which 
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is  financed  by  operating  revenues  and  a  special  tax  levy.  As  the 
Park  and  Recreation  Commission  is  free  from  the  supervision  of  the 
city  council  and  the  city  manager,  purchases  have  been  handled  by  the 
superintendent  of  recreation  instead  of  the  Charlotte  purchasing  agent. 
An  estimated  $98,850  was  spent  by  the  superintendent  for  supplies, 
materials,  and  equipment  during  the  19U8-U9  fiscal  year.  This  total 
does  not  include  public  utility  charges  or  any  of  the  expenditures 
resulting  from  the  $1,000,000  park  and  recreation  bond  issue.  As  the 
quantities  purchased  are  usually  small,  they  are  handled  by  the  super¬ 
intendent  himself.  If  the  purchases  of  the  Park  and  Recreation 
Commission  were  handled  by  the  city  purchasing  agent,  a  saving  might 
be  affected.  Of  course  consolidation  of  the  specialized  items  purchased, 
for  example— recreation  equipment — would  not  result  in  material  savings. 
The  superintendent  of  recreation  occasionally  secures  some  office 
supplies  through  the  city’s  storeroom.  Two  former  superintendents  of 
the  recreation  commission  have  expressed  the  opinion  when  interviewed 
by  a  representative  of  the  Institute  of  Government  that  all  purchases 
of  the  Park  and  Recreation  Commission  should  be  handled  by  the  city 
purchasing  department.  To  date,  the  Park  and  Recreation  Commission 
has  preferred  to  negotiate  their  own  purchases  because  of  a  fear  that 
a  transfer  of  the  responsibility  for  negotiating  purchases  outside  the 
department  might  restrict  their  independence  and  freedom  of  action 
without  resulting  in  any  substantial  saving  of  time  or  money. 

Mecklenburg  County 

The  desire  to  centralize  purchasing  and  take  purchasing  out  of 
local  politics  was  one  of  the  principal  arguments  made  in  1927  in  favor 
of  a  full-time  chairman  of  the  board  of  county  commissioners  who  would 
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serve  as  the  county  manager.  A  detailed  history  of  the  purchasing 
practices  used  prior  to  that  time  is  not  available,  but  there  is  some 
evidence  to  indicate  that  purchases  were  usually  made  in  small  quanti¬ 
ties  from  local  firms  that  were  "right”  politically. 

Since  1927  centralized  purchasing  has  been  a  legal  obligation  of 
the  board  of  county  commissioners.  Chapter  91,  section  12,  of  the 
Public  Laws  of  1927,  (Chapter  153,  section  27  of  the  General  Statutes  of 
North  Carolina  of  19U3 ) >  provides  as  follows : 

"It  shall  be  the  duty  of  the  board  of  commissioners  to  provide 
for  the  purchasing  of  supplies  for  the  different  departments 
of  the  county  government  in  such  manner  as  may  prevent  waste 
and  duplication  in  purchasing,  and  may  obtain  the  advantage  of 
purchasing  in  larger  quantities.  To  that  end  the  board  may  des¬ 
ignate  some  competent  person,  either  a  member  of  the  board  or 
some  other  officer  or  agent  of  the  county,  as  purchasing  agent, 
whose  duty  it  shall  be  to  superintend  the  purchasing  of  all 
material  and  supplies  for  the  county,  and  the  board  may  prescribe 
the  duties  of  such  purchasing  agent." 

The  same  legislature  passed  a  local  act  (Chapter  391  of  Public- 
Local  Laws  of  1927)  which  made  the  chairman  of  the  Mecklenburg  County 
board  of  county  commissioners  a  full-time  county  manager  authorized  to 
act  as  the  purchasing  agent.  But  in  spite  of  these  statutes  the  full 
advantages  of  centralized  purchasing  have  not  yet  been  realized  by 
Mecklenburg  County  or  most  of  the  other  counties  of  North  Carolina. 

For  although  these  acts  made  it  legally  possible  for  the  chairman  of 
the  Mecklenburg  County  board  of  county  commissioners  to  consolidate 
purchases,  it  is  extremely  difficult  to  coordinate  the  purchases  of 
the  popularly  elected  department  heads. 

The  present  county  manager  has  been  successful  in  getting  all  de¬ 
partment  heads  to  place  their  orders  through  his  office.  But  the  re¬ 
cent  growth  of  county  activities  keeps  him  busy  with  policy  and  ad¬ 
ministrative  problems  and  permits  him  only  to  negotiate  the  larger 
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purchases.  Table  II  indicates  the  wide  variety  of  county  purchases 
and  Table  I  shows  that  Mecklenburg  County  spent  an  estimated  $l;8l,82i; 
for  supplies,  materials,  and  equipment  during  the  19^84*9  fiscal  year. 

All  county  accounts  are  now  kept  on  a  cash  basis.  Purchase  com¬ 
mitments  are  not  entered  as  they  would  be  under  an  accrual  system. 

This  loose  control  has  not  gotten  the  county  in  financial  trouble  be¬ 
cause  department  heads  are  responsible  people  and  emergency  funds  are 
available  to  cover  contingencies.  Although  additional  effort  would  be 
required  to  keep  a  file  of  unpaid  purchase  orders  or  to  post  the  liability 
incurred  by  contracts  and  orders,  they  are  precautionary  measures  which 
should  be  given  serious  consideration. 

Mecklenburg  County  Board  of  Education 

The  Mecklenburg  County  Board  of  Education  is  the  only  "county” 
agency  that  purchases  supplies  and  equipment  without  the  approval  of 
the  Board  of  County  Commissioners.  Something  of  the  size  of  the  county 
school  purchases  is  indicated  by  the  fact  that  $172,158  was  spent  for 
supplies  and  equipment  during  the  19U8-U9  fiscal  year.  Operating  ex¬ 
penses  during  the  previous  year  totaled  $1,290,300  and  approximately 
$2i;2,870  was  spent  for  repairs  and  additions  to  the  present  school 
buildings.  A  $2,000,000  bond  issue  was  also  voted  during  the  19U7-U8 
school  year  to  build  three  new  high  school  buildings  to  be  located  in 
the  county.  All  contracts  are  let  by  the  Board  of  Education  but  the 
contract  negotiations  and  smaller  purchases  are  made  by  the  county 
superintendent  of  schools. 

The  county  superintendent  has  worked  hard  to  supply  and  maintain 
the  county  school  system  at  the  least  possible  expense.  Some  of  his 
efforts  display  ingenuity  as  well  as  effort.  Most  purchases  are  made 


*r,\;  .?  ■ 

•  • 

•  -  •  bo  •.  '  , 


:  ■  .  •  •  •  ; 


••  .  •  t  •  '  "  ■  j  •  r  - 


•  ‘  •  c  •!  ■  n  •  i  it 


:  I  .  ••  ;  ■»  ■  •  -  :  •  •  v 


.  ’  ....  ' 

.  '  o  - 


•  •  .  '  '  '  .  ..  j 


'  v- 


’  '  •  ■  .  K>do8 


X  C  •;  •  Leon.:  o  0  £  t .  v  y  \  ’U]  .rH  :  a 

.'  i  y  t  ■  ■■  .  •.  I  •  '.  :  \  ...  ri r.«c  :  *  :  •  • 

•  .  •  ’  •  •  .  ’  ’I 


•:  :  :  ■  'v '  .  •  ;•  v . .  ■  •  .  ■'  '•  .  V. 

‘  no  •  •'?  ‘.rl  i  : : 


’o; 

•  •  .  ■  ...  .  / 

••  :  .  '<  .  •  •  .  ••  -  •• 


13 


on  state  contracts.  Adequate  space  for  maintenance  and  storage  has 
been  obtained  and  good  stocks  are  kept  on  hand.  A  3U  man  maintenance 
force  works  full  time  repairing  and  servicing  the  school  buildings . 

A  wood  working  shop  is  maintained  which  at  considerable  savings  to  the 
taxpayers  makes  such  items  as  bookcases,  window  frames  and  sashes,  and 
other  millwork.  The  maintenance  force  also  performs  such  jobs  as 
hauling  coal  to  the  various  county  schools,  emptying  septic  tanks, 
etc.  A  great  deal  of  the  summer  repair  work  and  painting  is  done  by 
the  maintenance  crew  augmented  by  a  number  of  shop  instructors  and 
janitors . 
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PUBLIC  PURCHASING  PROCEDURE 


Requisition 

When  the  head  of  a  department  of  the  City  of  Charlotte  antici¬ 
pates  that  his  department  will  require  a  supply  of  a  certain  material 
or  an  item  of  equipment  he  sends  a  requisition  to  the  purchasing  agent. 
All  city  departments  have  their  own  budgets  which  show  how  much  can  be 
spent  during  the  fiscal  year  for  various  goods  and  services  and  it  is 
the  department  head's  personal  responsibility  not  to  requisition  or 
purchase  goods  and  services  unless  funds  are  available.  Regardless  of 
the  amount  or  volume  of  goods  desired,  all  departmental  requests  are 
submitted  on  the  city's  standard  requisition  form.  Requisitions  may 
vary  from  those  ordering  an  immediate  need  to  those  describing  an 
anticipated  need  from  one  to  twelve  months  hence.  Under  ordinary 
circumstances  departments  cannot  requisition  goods  requiring  a  contract 
for  more  than  twelve  months  as  the  city  budget  only  extends  for  a  year. 

The  Charlotte  purchasing  agent  in  19U7  discontinued  the  use  of 
requisition  and  purchase  order  forms  for  all  fixed  monthly  service 
charges  and  other  purchases  not  requiring  negotiations.  Included  in 
this  plan  are  telephone  bills,  electric  bills,  and  established  health 
department  expenses  and  intradepartment  stock  transfers.  Invoices  for 
these  services  are  prepared  by  the  using  department  and  forwarded  to 
the  purchasing  agent  who  checks  budget  account  numbers  and  stamps 
each  invoice  "pay  on  invoice."  This  procedure  reduced  the  preparation 
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of  purchase  orders  and  related  papers  by  10  per  cent  and  reduced 
purchase  orders  from  10,000  to  9,000  a  year. 

If  a  county  department  head  desires  to  make  a  purchase,  he  first 
determines  if  funds  are  available  and  then  contacts  one  or  more  sup¬ 
pliers  as  to  price,  quality,  and  earliest  delivery  date.  Before  pre¬ 
paring  a  purchase  requisition  many  department  heads  telephone  or  speak 
informally  to  the  county  manager  to  get  his  prior  approval.  A  requi¬ 
sition  is  then  prepared  which  indicates  the  item  or  items  desired, 
the  probable  cost,  and  the  firm  selling  the  commodity.  The  completed 
requisition  is  then  sent  or  taken  to  the  county  manager.  If  the  pur¬ 
chase  price  is  not  indicated  on  the  requisition,  the  county  manager’s 
secretary  who  prepares  purchase  orders  from  the  requisitions  may  call 
the  supplier  to  obtain  the  cost  of  the  supplies  to  be  purchased.  If 
an  estimate  of  the  cost  of  the  supplies  cannot  be  obtained  by  telephone, 
the  purchase  order  may  be  prepared  without  indicating  the  unit  price. 

If  the  county  manager  believes  funds  are  available  for  the  purchase, 
he  directs  his  secretary  to  prepare  the  purchase  order  for  his  signature. 
The  county  manager  seldom  questions  a  department  head's  requisition  and 
purchase  orders  are  routinely  issued  for  the  quantity  and  brand  name 
requested.  This  procedure  does  not  encourage  a  consolidation  of  orders 
or  quantity  buying. 


Independent  Purchasing 

During  the  war  the  heads  of  county  and  city  departments  were  given 
even  greater  responsibility  for  making  their  purchases.  Frequently  the 
purchasing  agent  encouraged  department  heads  to  buy  supplies  wherever 
they  could  get  them  regardless  of  price.  As  recently  as  January, 

19i+8,  it  was  estimated  that  60  per  cent  of  city  purchases  and  an  even 
larger  per  cent  of  county  purchases  were  made  by  department  heads 
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without  the  prior  approval  of  the  purchasing  agent. 

Once  acquired,  department  heads  did  not  find  it  easy  to  relinquish 
their  purchasing  privileges.  However,  since  the  war  both  the  county  and 
the  city  manager  have  taken  steps  to  discourage  independent  purchasing. 

They  realize  that  independent  purchasing  prevents  quantity  buying  and 
greater  discounts,  increases  paper  work,  and  adds  unnecessary  procure¬ 
ment  problems  to  the  department  head's  normal  activities.  The  city  manager 
has  even  instructed  department  heads  to  contact  the  purchasing  agent  if 
possible  before  making  an  emergency  purchase.  If  a  small  or  emergency 
purchase  is  made  without  getting  the  prior  approval  of  the  city  purchasing 
agent,  the  department  head  must  immediately  complete  the  requisition  in 
customary  form  and  indicate  that  it  is  confirming  an  order  already  placed. 

The  efforts  to  reduce  the  independent  purchasing  have  been  at  least 
partially  successful  and  it  is  estimated  that  less  than  10  per  cent  of 
city  purchases  and  less  than  30  per  cent  of  county  purchases  are  now  made 
without  the  prior  approval  of  the  city  or  the  county  purchasing  agent.  Of 
course,  county  purchasing  will  not  be  centralized  in  fact  as  long  as 
departmental  orders  are  not  consolidated,  and  as  long  as  most  purchases 
are  made  by  brand  name  rather  than  written  specifications. 

Purchase  Negotiations 

Prior  to  the  passage  of  Chapter  £60  of  the  Session  Laws  of  19^9, 
public  purchasing  in  Mecklenburg  County  was  governed  by  the  same  general 
laws.  These  laws  attempted  to  widen  competition  for  public  contracts 
and  thereby  lower  prices  by  making  a  threefold  division  of  purchases 
(less  than  $200,  $200  to  $1,000,  and  over  $1,000)  and  prescribing 
a  different  purchasing  procedure  for  each  division.  The  principal 
variation  in  procedure  among  classes  was  in  the  requirement  of 
written  contracts  and  newspaper  advertisement  for  bids.  Any  at¬ 
tempt  to  divide  a  contract  for  the  purpose  of  evading  these  legal 
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requirements  for  a  class  of  purchases  is  of  course  specifically  pro¬ 
hibited  by  Chapter  li±3,  Section  133  of  the  General  Statutes  of  19l;3* 

The  general  laws  now  apply  to  all  governmental  units  in  the  state 
except  Charlotte,  Greensboro,  and  Guilford  County.  The  local  act  which 
varied  Charlotte’s  purchasing  procedure  was  not  designed  to  lessen  compe¬ 
tition  among  firms  bidding  for  Charlotte’s  business.  Its  principal  pur¬ 
pose  was  to  speed  up  the  delivery  of  small  purchases  and  to  reduce  the 
paper  work  involved  in  preparing  contracts  for  small  purchases.  The 
effect  of  the  local  act  is  to  provide  a  different  division  of  purchases 
(less  than  $1,000,  from  $1,000  to  $2,000  and  over  $2,000)  for  Charlotte. 
After  a  careful  study  of  the  procedures  used  by  the  Charlotte  pur¬ 
chasing  agent  to  secure  competitive  bidding,  the  Institute  of  Govern¬ 
ment  suggested  informally  that  an  attempt  be  made  to  secure  legis¬ 
lative  approval  for  the  charter  amendment  described  above.  The  Insti¬ 
tute  was  convinced  that  Charlotte  would  continue  to  lose  a  substantial 
amount  of  money  each  year  if  purchases  up  to  $1,000  were  not  brought 
within  the  complete  jurisdiction  of  the  purchasing  agent. 

When  Section  279  of  Chapter  160,  and  Sections  129  and  131  of 
Chapter  ll;3  of  the  General  Statutes  of  North  Carolina  were  enacted  in 
1917  and  1931  respectively,  a  dollar  bought  twice  the  goods  it  buys  to¬ 
day.  Most  of  the  purchases  which  before  the  war  were  under  $200  where  no 
approval  is  required  are  now  in  the  $200  to  $1,000  group.  Some  Charlotte 
department  heads  have  not  yet  learned  to  anticipate  their  needs.  Fre¬ 
quently  they  wait  until  the  day  they  need  goods  and  services  before 
ordering  them  directly  from  a  supplier  or  through  the  purchasing 
department.  The  only  way  to  get  the  materials  at  the  last  minute  was 
to  order  a  quantity  costing  less  than  $200  since  a  purchase  of  a  greater 
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amount  would  require  council  approval  which  was  available  only  once  a 
week.  As  a  result  many  purchases  were  smaller  than  necessary  and  lower 
unit  prices  which  would  be  gained  by  quantity  purchases  were  not  re¬ 
alized.  The  frequent  small  orders  were  also  expensive  in  that  they 
greatly  increase  the  number  of  requisitions  and  purchase  orders  which 
must  be  prepared  and  processed. 

As  the  purchase  procedure  remains  unchanged,  each  of  the  three 
procedures  will  be  described  separately.  Purchases  which  require 
neither  advertising  for  bids  nor  written  contracts  will  be  discussed 
first.  This  will  be  followed  by  an  examination  of  purchase  negoti¬ 
ations  requiring  informal  bids  and  purchases  requiring  both  advertising 
for  bids  and  written  contracts. 

Purchases  Without  Advertising  Or  Written  Contract 

All  Charlotte  purchases  of  less  than  $1,000  and  purchases  of  less 
than  $200  by  Mecklenburg  County  and  the  other  governmental  units  are 
exempt  from  the  provisions  of  the  General  Statutes  regulating  the  pro¬ 
curement  of  goods  and  services.  The  methods  used  to  negotiate  these 
purchases  are  left  to  the  discretion  of  the  governing  body  or  the  pur¬ 
chasing  agent.  As  many  department  heads  purchase  independently  and 
seasonal  buying  is  infrequent,  the  vast  majority  of  county  and  city 
purchases  fall  in  this  group  and  only  meager  savings  in  the  form  of 
quantity  discounts  are  realized. 

The  following  procedure  is  normally  followed  by  the  city  purchas¬ 
ing  agent  in  handling  these  smaller  purchases.  After  the  purchasing 
agent  receives  the  requisition  he  verifies  the  department  and  sub¬ 
account  numbers  and  prepares  a  list  of  possible  vendors.  To  obtain 
these  names  he  checks  previous  purchase  orders  that  are  filed  by 
vendors.  If  the  selected  vendors  are  local  ones  to  whom  the  majority 
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ox  small  purchases  are  directed,  he  will  usually  request  bids  informally 
by  telephone.  After  securing  at  least  two  bids,  out  preferably  three 
or  more,  the  agent  selects  the  lowest  responsible  bidder  and  advises 
him  by  telephone  where  to  deliver  the  goods.  In  determining  the  lowest 
responsible  bidder,  the  agent  not  only  considers  quality  and  price  but 
also  delivery.  As  many  of  these  smaller  purchases  are  for  immediate 
needs,  early  delivery  is  a  most  important  consideration  in  the  se¬ 
lection  of  a  supplier.  If  goods  are  purchased  by  telephone,  a  copy 
of  the  purchase  order  is  mailed  to  the  vendor  to  confirm  the  purchase. 

A  slightly  different  procedure  is  followed  in  filling  the  monthly 
requirements  of  the  Charlotte  Health  Department  for  drugs  and  medical 
supplies.  Each  month  a  list  of  the  requested  items  arc  mimeographed 
on  bid  request  forms  which  are  sent  to  prospective  drug  suppliers  in 
North  Carolina  and  adjacent  states,  when  these  forms  are  returned 
the  clerk  selects  the  lowest  bidder  for  each  item,  combines  the  awards 
for  each  drug  house  and  prepares  the  necessary  purchase  orders.  The 
seasonal  buying  of  office  supplies  is  handled  in  very  much  the  same 
manner . 

The  purchase  negotiations  followed  by  the  county  are  similar  but 
perhaps  more  informal.  For  example,  most  purchases  are  made  from  local 
firms  which  have  supplied  goods  in  the  past.  Bids  are  seldom  requested 
in  filling  smaller  orders  however  bids  are  solicited  by  telephone  from 
several  local  drug  houses  before  drug  requirements  are  ordered.  The 
responsibility  for  ordering  most  supplies  including  technical  equip¬ 
ment,  library  books,  and  perishable  foods  rests  entirely  with  the  using 
department  and  purchase  orders  are  automatically  prepared  even  though 
the  price  of  the  item  is  not  indicated  on  the  requisition  or  known  to 
the  purchasing  agent. 
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Since  July  1,  19^8,  Charlotte  has  attempted  to  reduce  the  number 
of  small  purchases  by  establishing  a  central  storeroom  for  office  and 
building  supplies.  The  purchasing  agent  and  his  secretary  manage  the 
storeroom  and  fill  all  requisitions.  Departments  are  charged  only  the 
actual  cost  of  the  supplies  which  are  frequently  purchased  at  a  20  per 
cent  quantity  discount.  Only  the  most  frequently  used  articles  are 
stocked  and  the  present  stock  which  is  valued  at  about  #1,500  turns 
over  three  or  four  times  a  year.  Twice  before  the  war  Charlotte  has 
established  a  central  storeroom  but  both  times  it  was  discontinued  be¬ 
cause  of  overstocking  and  poor  management. 

The  assistant  county  auditor  manages  a  small  quantity  of  office 
supplies  which  may  be  requisitioned  by  the  various  county  departments. 
The  present  cash  value  of  the  supplies  is  less  than  #1,000. 


Purchases  Requiring  Informal  Bids 

Essentially  the  same  purchasing  procedure  is  required  of  Charlotte 
on  purchases  ranging  from  #1,000  to  #2,000  as  is  required  of  Mecklen¬ 
burg  County  and  other  governmental  units  on  purchases  of  from  $200  to 
#1,000.  The  only  difference  in  procedure  results  from  the  fact  that 
Section  279  of  Chapter  160,  which  applies  to  municipal  corporations 
is  slightly  more  detailed  and  more  specific  than  Section  131  of  Chapter 
lU3  which  applies  to  both  Charlotte  and  Mecklenburg  County.  Section 
131  of  Chapter  1U3  provides  that - 

"All  contracts  for  construction  pr  repair  work  or  for  the  pur¬ 
chase  of  apparatus,  supplies,  materials  or  equipment,  involving 
the  expenditure  of  public  money. ..made  by  any  officer,  depart¬ 
ment,  board  or  commission  of  any  county,  city,  town  or  other 
subdivision  of  this  State,  when  practical,  shall  be  awarded  to 
the  lowest  responsible  bidder  after  informal  bids  have  been  se¬ 
cured,  and  it  shall  be  the  duty  of  such  officer,  department, 
board  or  commission  to  keep  a  record  of  all  bids  submitted,  and 
such  record  shall  be  subject  to  public  inspection  at  any  time.” 


V 


. 


<•  **• 


•v  ■  .  -  .  ’  •• 

\ry  •;  >1  ‘  -1'yj  •'  7!  ;r.  -  'i  : 


' 

:  ’  •:  .  V  -  ■  •  •  • '  x  0  ■ 

* 


.  .  r  : : 

- 


•  X  >  > 


>.■  ■  ■ 

l-rr 

■■  •< 

: :  ■. 


roi;  o’  -  :  wT  •- 

-t  ■  c  :  '  r  '  •  •• 

v  :  ■ 

•  S  ..  '  V'. 

„  j  '  j- 


.  i  ...  '■  ; 

,  ,  •  '  •!  ..  .  ■  -  ■  "  -  1  v  :  ‘  ' 


-ir,  .  'v  *i  /  <  .  ’  J  ''  "•  r 


.  ,  ■  '  ■  .  '  '  '  J 


.'■'j  ...  . 

.  .  •  :  .  ■  5-  ••  S£l  3  '•  ■ 


.  ,  < . ;  *•!  .•  i  .«J  ■) 


■  ,  ' 

.  ;  iO  .  '• 


r,r  { y  :r±  ~  :i  ’• 

■  ■  tc  .  •:  l .  n  I  t  ■  • 

:■  os'  .  •  ••  1  • '  -  '.  :  •  -  ■  3  ' 

—  j  y  .  ■  -  *.  "z  .  i. 


«-  •  •.  * 

A  \  . 


'  'V<  '*■  ,{  S  :  '  I  ’  I"; '  '•  ■  .  > 

.  X  .  .  t 

M* 

■  •  r-:  • 

v  ••  v‘  ■■  .  '  1  <>  :  .  v*b:  ■:  :•  ■  i<  •  -q  '  -  • 

v.  .  ‘  -0  yi  y\ 


:  ,  •••  ,  jl  >/;.  .  ,  • 


'  *  'v  ■■ 


' 


’  .1 ..  ■  .  • 

1  ,  • 


21 


Thus  it  would  appear  that  in  making  these  purchases  both  the  city 
and  county  must  (1)  secure  informal  bids,  if  practical;  (2)  keep  a 
record  of  all  bids  open  for  public  inspection;  and  (3)  award  the  con¬ 
tract  to  the  lowest  responsible  bidder. 

A  cursory  examination  of  county  purchases  indicated  that  records 
of  informal  bids  on  purchases  of  more  than  $200  and  less  than  $1,000 
were  frequently  incomplete  or  nonexistent.  These  purchases  are  usually 
made  upon  the  recommendation  of  the  using  department.  In  most  cases 
the  using  department  has  secured  several  informal  bids  by  telephone 
but  these  informal  bids  are  seldom  recorded  or  transmitted  to  the 
county  manager.  Although  the  Institute  is  confident  that  county  of¬ 
ficials  are  conscientiously  carrying  out  the  spirit  of  this  law,  records 
of  all  informal  bias  and  evidence  that  all  contracts  are  being  awarded 
to  the  lowest  responsible  bidder  are  not  now  being  kept. 

The  additional  requirements  imposed  on  municipalities  by  Section 
279  of  Chapter  160  is  as  follows: 

’’All  contracts  made  by  any  department,  board,  or  commission. . . 
shall  be  in  writing,  and  no  such  contract  shall  be  deemed  to 
have  been  made  or  executed  until  signed  by  the  officer  au¬ 
thorized  by  law  to  sign  such  contract,  approved  by  the  govern¬ 
ing  body. . .  .»» 

The  last  part  of  this  section  authorizes  municipalities  to  require  bid 
bonds  but  the  Charlotte  city  council  has  never  required  a  bid  bond  if 
an  informal  contract  is  to  be  negotiated. 

On  all  purchases  of  more  than  $1,000  but  less  than  $2j000  the 
Charlotte  purchasing  agent  must  (1)  secure  informal  bids,  if  practical; 
(2)  keep  a  record  of  all  bids  open  for  public  inspection;  (3)  award  the 
contract  to  the  lowest  responsible  bidder;  ( h )  prepare  a  written  con¬ 
tract;  and  (5)  have  the  contract  signed  by  the  appropriate  officer  au¬ 
thorized  by  the  governing  body. 
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In  practice  the  first  three  requirements  are  followed  by  Char¬ 
lotte  even  on  smaller  purchases.  When  making  a  purchase  of  more  than 
#1,000  and  less  than  #2,000  the  Charlotte  purchasing  agent  prepares  a 
list  of  the  informal  bids,  selects  the  lowest  responsible  bidder  and 
forwards  a  memo  of  recommendation  to  the  city  manager.  After  the  pur¬ 
chase  is  approved  by  the  council  an  informal  contract  is  prepared  by  the 
purchasing  department.  Although  the  Attorney  General  has  ruled  that  con¬ 
tracts  for  this  group  of  purchases  may  be  made  at  the  time  of  purchase 
or  after  the  purchase  as  well  as  prior  to  the  purchase,  the  procedure  in 
Charlotte  usually  requires  prior  contract.  An  exception  to  this  proce¬ 
dure  is  followed  in  the  procurement  of  coal.  As  the  amount  of  coal  used 
varies  with  weather  conditions,  the  city  attorney  has  permitted  the  con¬ 
tract  to  be  delayed  until  after  the  coal  is  delivered  and  the -invoice  re¬ 
ceived.  Two  other  exceptions  have  been  made  because  of  monopolistic 
conditions  in  certain  industries.  Until  recently  Charlotte  has  not  been 
able  to  negotiate  contracts  for  water  hydrants  and  valves  or  terra-cotta 
pipe.  The  vendor  who  supplies  the  city  with  hydrants  and  valves  has 
in  the  past  hesitated  to  contract  for  deliveries  as  he  would  reveal 
his  Charlotte  price  to  smaller  cities.  Only  since  last  October  has  the 
manufacturer  of  terra-cotta  pipe  agreed  to  enter  into  an  informal  con¬ 
tract. 

Purchases  Requiring  Advertising  and  Written  Contracts 

All  Charlotte  purchases  of  more  than  #2,000  and  all  purchases  by 
Mecklenburg  County  and  other  governmental  units  of  more  than  #1,000 
should  comply  with  the  detailed  purchase  procedure  prescribed  by  Section 
129  of  Chapter  lii3  of  the  General  Statutes  of  North  Carolina.  Section 
129  provides  that  contracts  for  construction  or  repair  work,  or  for 
the  purchase  of  apparatus,  supplies,  materials,  or  equipment  must  be 
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awarded  by  the  governing  body,  in  accordance  with  the  foilowing  pro¬ 
cedure  except  in  cases  of  special  emergency  involving  the  health  and 
safety  of  the  people  or  their  property: 

(1)  Advertisement  for  one  week  before  the  opening  of  bids; 

(2)  Receipt  of  sealed  bids  accompanied  by  a  certified  check 
equal  to  2  per  cent  of  the  proposed  bid; 

(3)  Public  opening  of  the  bids  at  the  time  advertised; 

(h)  Recording  bids  in  the  minutes  of  the  governing  body; 

(5>)  Awarding  the  contract  to  the  lowest  responsible  bidder 

(taking  into  consideration  quality  and  the  time  specified 
in  the  proposals  for  the  performance  of  the  contract); 

(6)  Completion  of  a  written  contract; 

(7)  Deposit  of  a  performance  bond  equal  to  the  full  amount  of 
the  contract; 

(8)  Alteration  of  the  contract  only  by  written  agreement  of  the 
contractor,  the  sureties  of  his  bond,  and  the  board  or  govern¬ 
ing  body. 

Although  Charlotte  and  other  cities  must  also  adhere  to  the  pro¬ 
visions  of  Section  279  of  Chapter  160,  that  section  contains  no  re¬ 
quirements  for  the  group  of  purchases  now  being  discussed  not  contained 
in  Section  129  of  Chapter  1U3* 

When  a  Charlotte  department  head  deems  it  necessary  to  make  a 
purchase  involving  more  than  .$2,000  he  submits  a  requisition  to  the 
purchasing  agent  containing  written  specifications  for  the  article 
desired  and  definite  quality  and  performance  tests  if  possible.  The 
specifications  in  most  cases  will  have  been  jointly  developed  by  the 
purchasing  agent  and  the  using  department  head  or  the  city  engineer. 

Of  course  all  articles  used  by  the  different  city  departments  cannot 
be  standardized  but  the  scores  of  articles  that  have  been  standard¬ 
ized  have  permitted  price  reductions,  better  delivery,  and  inter¬ 
departmental  stock  transfers. 
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After  the  quantity  and  specifications  of  the  article  or  articles 
have  been  determined,  an  advertisement  is  placed  in  one  of  the  local 
papers  ten  days  prior  to  the  opening  of  bids*  A  certified  copy  of 
the  ad  is  forwarded  to  the  Charlotte  purchasing  department  by  the 
publisher. 

The  purchasing  agent  then  prepares  a  bid  booklet  containing  (1) 
a  copy  of  the  advertisement  published  in  the  local  newspaper;  (2)  in¬ 
structions  to  bidders;  (3)  the  proposal;  (U)  the  specifications;  (5) 
a  copy  of  the  contract  that  will  be  executed  between  the  successful 
bidder  and  the  city;  and  (6)  the  surety  bond  form.  The  purchasing  a- 
gent  doss  not  depend  on  the  legal  advertisement  to  attract  prospective 
suppliers  but  he  mails  a  copy  of  the  bid  booklet  to  all  suppliers 
who  might  possibly  manufacture  or  distribute  the  desired  goods.  In 
preparing  the  list  of  possible  vendors  he  checks  the  contract  file 
for  previous  suppliers,  the  solicitation  file  of  all  vendors  calling 
at  the  purchasing  department,  the  catalogs  supplied  by  vendors,  a 
list  of  city  suppliers  maintained  in  his  office  or  the  "blue  book” 
of  national  suppliers.  In  this  way  the  purchasing  agent  notifies  many 
of  the  suppliers  who  might  otherwise  have  no  notice  of  the  proposal. 

At  the  appointed  date  and  hour  specified  in  the  legal  advertise¬ 
ment  for  the  public  opening  of  bids,  the  purchasing  agent  carries  all 
bids  received  by  that  time  to  the  council  room  for  opening  and  record¬ 
ing.  He  announces  to  those  present  consisting  largely  of  prospective 
suppliers  who  have  entered  bids  that  since  it  is  the  appointed  hour, 
no  more  bids  will  be  received.  He  then  proceeds  to  open  and  read  each 
bid,  which  is  recorded  by  a  clerk*  Each  bid  is  checked  to  insure  that 
it  not  only  meets  specifications  but  is  also  accompanied  by  a  certified 
check,  II.  S.  Money  Order,  or  a  bid  bond  issued  by  any  insurance  company 
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authorized  to  do  business  in  North  Carolina  or  on  a  Bank  insured  by 
the  Federal  Deposit  Insurance  Corporation  equal  to  of  the  total 
amount  of  the  bid.  The  city  manager  and  the  purchasing  agent  have  set 
the  bid  deposit  at  5  per  cent.  The  statutory  minimum  bid  deposit 
required  by  Section  279  is  2  per  cent. 

The  purchasing  agent  then  tabulates  the  bid  information  on  a 
single  sheet  and  with  the  department  head  and  perhaps  the  city  manager 
selects  the  lowest  responsible  bidder.  If  the  vendor  selected  is  not 
the  lowest  bidder,  the  agent's  memo  for  the  manager  must  justify  the 
higher  bid  by  showing  why  the  goods  of  lower  bidding  vendors  are  not 
acceptable.  The  most  frequent  reason  for  rejecting  low  bids  is  that 
they  either  do  not  meet  specifications  or  cannot  promise  delivery  at 
an  early  date. 

Following  the  selection  and  approval  of  the  vendor,  the  purchasing 
agent  releases  the  bid  checks  to  the  unsuccessful  vendors  and  prepares 
the  formal  contract. 

After  the  performance  bond  has  been  received  and  the  contract  has 
been  signed  and  the  corporate  seal  attached,  the  bid  bond  or  check  of 
the  successful  bidder  is  returned.  The  surety  bond  is  attached  to  the 
contract  and  placed  in  the  city's  vault  by  the  city  clerk  until  the 
contract  has  been  successfully  completed  at  which  time  the  bond  is 
returned  to  the  contractor.  If  the  contractor  furnishes  a  cash  bond, 
it  is  deposited  to  the  city's  account.  Upon  the  satisfactory  com¬ 
pletion  of  the  contract  a  check  is  drawn  by  the  city  accountant  on  the 
city  to  cover  the  cash  deposit. 

Although  the  legal  procedure  required  of  Mecklenburg  County  is 
the  same,  the  practice  is  less  formal  and  not  always  x cl lowed  in  de¬ 
tail.  For  example,  supplies  and  equipment  costing  more  than  $1,000 
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have  been  purchased  on  a  number  of  occasions  without  advertising  for 
bids,  without  recording  bids,  without  preparing  a  written  contract, 
and  without  having  the  purchase  approved  by  the  board  of  county  com¬ 
missioners. 

The  practice  of  having  a  committee  of  the  board  of  county  com¬ 
missioners  handle  large  contracts  for  supplies  by  direct  negotiations 
with  local  suppliers  may  save  the  county  money  but  it  does  not  meet 
the  requirements  of  the  present  purchasing  act.  Care  should  also  be 
taken  that  all  non-emergency  purchases  involving  more  than  $1,000  are 
advertised  for  bids. 

After  a  purchase  involving  more  than  $1,000  has  been  advertised 
a  record  of  bids  received  should  be  inserted  in  the  minutes  of  the 
board  of  county  commissioners.  All  contracts  should  be  awarded  by 
the  board  of  county  commissioners  in  legal  session  and  the  minutes 
should  always  show  to  whom  the  contract  has  been  awarded.  The  North 
Carolina  Supreme  Court  has  frowned  repeatedly  upon  attempts  to  dele¬ 
gate  the  authority  to  let  contracts  to  the  chairman  of  the  board  of 
county  commissioners  by  resolution. ^  In  O’Neal  v.  Wake  County,  196 
N.  C.  181;  (1928),  the  Court  held  that  for  a  county  to  exercise  its  power 
to  contract,  it  is  essential  that  it  act  through  its  county  commissioners 
as  a  body  convened  in  legal  session,  regular,  adjourned  or  special, 
and  as  a  rule,  authorized  meetings  are  prerequisite  to  corporate  action, 
which  should  be  based  upon  deliberate  conference  and  intelligent  dis¬ 
cussion  of  proposed  measures.  In  Raynor  v.  Louisburg  Commissioners,  220 
N.  C.  3U8  (19Ul),  the  Supreme  Court  tersely  said  that  municipal  contracts 

h  See  O’Neal  v.  Wake  County,  196  N.  C.  18U  (1928);  Abbott  Realty 
Company  v.  Charlotte,  198  N.  C.  $6h  (1930);  Moore  et  al.  v.  Lambeth  et  al, 
207  N.  C.  23  (193U);  Davenport  v.  Pitt  County  Drainage  District  220  N.  C.~ 
237  (19U1);  Raynor  v.  Louisburg  Commissioners,  220  N.  C.  3^8  (l9ljl) . 
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for  expenditures  in  excess  of  $1,000  must  be  submitted  to  competitive 
bidding  after  due  advertising,  and  a  contract  made  in  contravention 
of  the  statutory  requirements  is  ultra  vires  and  void. 

The  19^9  General  Assembly  increased  the  limit  on  the  amount  of  non 
emergency  construction  or  repair  work  which  may  be  performed  by  local 
governments.  Section  135  of  Chapter  lU3  of  the  General  Statutes  of 
19ii3  provides  that  all  non-emergency  work  involving  an  expenditure  of 
more  than  $5,000  shall  be  performed  on  contract.  Chapter  1137  of  the 
Session  Laws  of  19U9  amended  Section  135  to  provide  that  construction 
and  repair  projects  involving  up  to  $15,000  may  be  performed  by  local 
governments  themselves  without  advertising  or  letting  contracts. 

Emergency  Purchases 

Both  Section  129  and  131  of  Chapter  1U3  provide  for  emergency 
purchases.  Section  129  permits  exceptions  to  be  made  to  the  required 
procedure  only  "in  cases  of  special  emergency  involving  the  health  and 
safety  of  the  people  or  their  property."  The  Attorney  General  and  the 
North  Carolina  Supreme  Court  have  both  been  called  upon  to  rule  upon 
"special  emergency"  a  number  of  times.  In  each  case  they  have  con¬ 
sistently  preferred  a  narrow  and  strict  definition.  For  example  in 
Raynor  v,  Louisburg  Commissioners,  the  Court  held  that  emergency  con¬ 
noted  an  immediate  and  present  condition  and  not  one  which  may  or  may 
not  arise  in  the  future  or  one  that  is  apt  to  arise  or  may  be  expected 
to  arise. 

Section  131,  as  amended,  provides  that  city  purchases  of  $1,000 
to  $2,000  and  that  county  purchases  of  $200  to  $1,000,  must  be  in  ac¬ 
cordance  with  the  prescribed  procedure  "when  practical."  These  terms 
have  not  been  satisfactorily  defined  and  have  been  the  subject  of 
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different  interpretations.  In  Greensboro,  for  example,  the  city  at¬ 
torney  has  ruled  that  it  is  not  practical  to  got  approval  and  prepare 
contracts  on  the  large  volume  of  purchases  falling  between  $200  and 
$1,000.  This  permits  the  Greensboro  purchasing  agent  to  negotiate  all 
purchases  between  $200  and  $1,000  without  sending  them  for  individual 
approval  by  the  city  council. 

Three  methods  have  been  used  by  purchasing  departments  in  other 
cities  to  prevent  the  claim  of  continuous  emergency  from  degenerating 
into  uncontrolled  independent  buying.  The  first  method  placed  a  $25 
limit  on  independent  emergency  purchases.  This  method  is  used  by 
Greensboro.  In  fact,  the  Greensboro  emergency  purchase  order  bears 
the  warning  "this  order  is  not  good  for  more  than  $25  and  is  not  valid 
outside  of  Greensboro."  A  second  method  used  in  several  cities  pro¬ 
vides  that  emergency  purchases  can  only  be  made  by  the  purchasing 
office  or  after  communicating  with  the  purchasing  agent.  A  third 
method  has  be~n  the  extensive  use  of  term  or  indefinite  quantity 
contracts.  Indefinite  contracts  are  used  extensively  by  the  federal 
and  state  governments  and  provide  that  during  a  certain  period  of 
time  the  vendor  promises  to  supply  the  needs  of  the  government  for 
a  commodity  at  a  certain  contracted  rate.  The  contract  usually  pro¬ 
vides  the  maximum  and  minimum  quantities  which  the  contractor  is  re¬ 
quired  to  furnish.  Such  contracts  have  been  used  with  considerable 
success  in  the  purchase  of  automobile  supplies,  pipes,  drugs,  chemicals, 
and  various  other  supplies. 

Local  Favoritism 

Competition  for  the  vast  majority  of  purchases  of  less  than  $200 
comes  largely  from  the  local  level.  Many  local  suppliers  in  Mecklen- 
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burg  County  have  contended  that  since  local  firms  are  taxpayers  and 
provide  employment  for  other  taxpayers,  all  materials  and  supplies 
should,  if  possible,  be  purchased  from  local  merchants.  Although 
Charlotte  makes  a  greater  effort  to  receive  bids  from  all  suppliers 
than  does  Mecklenburg  County,  neither  purchasing  agent  should  give 
preference  to  local  vendors  unless  price,  quality,  and  service  are 
equal.  A  failure  to  adhere  to  this  policy  would  encourage  collusion 
among  local  dealers.  In  case  of  collusion  where  all  bids  are  the  same 
the  only  practical  solution  is  to  rotate  the  award  each  time  and  try 
to  bring  in  more  competitive  bids. 

Cash  Discounts 

Both  the  county  and  the  city  are  saving  money  by  taking  advantage 
of  cash  discounts  offered  by  suppliers.  Charlotte  has  encouraged  the 
granting  of  cash  discounts  by  providing  a  space  on  the  mimeographed 
"proposal "  or  bid  form  for  vendors  to  indicate  the  cash  discount  giv¬ 
en.  This  discount  is  subtracted  from  the  proposed  bid,  and  contracts 
are  usually  awarded  to  the  supplier  who  quotes  the  lowest  net  delivery 
price. 

Charlotte  budgetary  procedure  now  provides  that  the  cash  discounts 
realized  on  all  purchases  shall  be  credited  to  the  budget  of  the  pur¬ 
chasing  department.  Of  course  the  anticipated  cash  discounts  are  esti¬ 
mated  in  the  preparation  of  the  budget  and  the  appropriation  for  the 
purchasing  office  is  reduced  proportionately.  The  theory  behind  the 
arrangement  is  to  force  the  purchasing  agent  to  get  discounts  so  that 
his  department  will  not  end  up  the  fiscal  year  with  a  deficit.  Ap¬ 
proximately  $3>5>00  is  received  annually  by  the  purchasing  department 
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Mecklenburg  County  follows  the  practice,  which  is  preferred  by 
many  purchasing  agents,  of  passing  the  savings  resulting  from  cash  pay¬ 
ments  on  to  the  using  departments.  Some  governmental  units  hold  that 
cash  discounts  are  not  earned  by  the  purchasing  agent,  the  buying  de¬ 
partment,  or  the  accounting  department  but  by  management  as  a  whole. 

They  conclude,  therefor^,  that  cash  discounts  should  accrue  to  the 
general  fund  as  they  are  earned  if  management  provides  the  funds  to 
permit  prompt  payment  and  coordinates  the  accounting  and  purchasing 
machinery  to  insure  pronrpt  payment. 

Inspection 

Most  supplies  purchased  by  Charlotte  and  Mecklenburg  County  are 
shipped  directly  to  the  using  departments.  Under  these  circumstances 
it  is  the  responsibility  of  the  department  head  to  see  that  his  goods 
are  delivered  in  correct  quantities  and  that  they  meet  quality  specifi¬ 
cations.  Because  of  the  laxity  of  inspection  of  purchases,  both  govern¬ 
ments  are  losing  money  through  damaged  goods, short  deliveries,  and  in¬ 
ferior  quality.  Although  losses  are  probably  not  excessive,  they  could 
be  reduced  if  ail  goods  were  carefully  inspected  when  first  received 
and  if  stenographers  and  clerks  were  not  permitted  to  sign  for  goods 
they  know  nothing  about. 

A  considerable  proportion  of  the  supplies  purchased  by  the  county 
and  city  boards  of  education  are  delivered  to  the  separate  storerooms 
which  they  maintain.  Although  adequate  space  ha3  frequently  limited 
operations,  most  of  the  goods  are  inspected  before  they  are  delivered 
to  requisitioning  schools.  The  on3.y  other  centralized  storerooms 
operated  by  the  city  and  county  governments  are  for  the  limited  quan¬ 
tity  of  office  supplies  stored  by  the  assistant  county  auditor  and 


■ 

•  -  '  •  . 

..  •  v;:;  y  •  ■  ■  !  '<•  ;  ■  •  &'-■$  ■ 

-  • 

:  :  ......... 

.  .  .. 

•  r?:  ■  '  .  • 

.  r'z  :i  •  "  ■'>  • 

•  ->x:n  l  '  'J  ■*  ’•  -  * 

.  :  •  - 

.... 

'  ■ 

...  .  '  .  .•  ••  ' 

•  j  ;  .  '  '  1  '■  ’  '  >  r  .  '  '  .  '  ■ 

V  .  *. 

, 


31 


the  city  purchasing  agent. 

Garage  Facilities  and  Activities. 

Five  separate  garages,  the  city  garage,  the  county  garage,  the 
city  police  garage,  the  county  police  garage,  and  the  county  school 
bus  garage,  are  operated  by  the  governmental  units  of  Mecklenburg 
County.  The  Institute  of  Government  has  made  a  detailed  study  of  the 
operations  of  the  first  two  because  of  the  special  purchasing  prob¬ 
lems  involved  in  supplying  and  maintaining  mechanical  equipment.  For 
example,  during  the  19U7-U8  fiscal  year,..  37- per .  cent  of  all  city 
purchase  orders  were  made  for  the  city  garage  and  an  average  of  4i>66U 
was  spent  in  supplying  and  maintaining  each  unit  of  automotive  equip¬ 
ment.  Although  these  city  purchases  were  made  without  the  prior  ap¬ 
proval  of  the  purchasing  agent,  all  repair  parts  are  secured  from 
local  suppliers  who  grant  the  city  the  standard  UO  per  cent  fleet 
discount. 

The  city  garage  is  operated  as  a  division  of  the  equipment  depot. 
The  lU  garage  employees  are  charged  with  the  responsibility  of  re¬ 
pairing  and  maintaining  the  185  pieces  of  street  cleaning,  garbage 
disposal  and  automotive  equipment.  The  garage  does  not  attempt  to  do 
all  kinds  of  repair  work.  They  do  not  repair  ignition  systems,  re¬ 
build  motors,  overhaul  generators  and  starters,  replace  brake  linings 
or  do  body  work.  The  departments  using  the  facilities  of  the  garage 
are  charged  for  labor  and  repairs  made  and  a  per  cent  of  the  garage 
overhead.  The  city  garage  maintains  a  small  stock  room  but  it  is 
incomplete,  disorderly,  and  stock  records  are  not  kept. 

The  city  police  garage  was  established  at  the  beginning  of  the 
19U9-50  fiscal  year  on  the  ground  or  basement  floor  of  the  police 
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department  building.  The  inconvenience  of  taking  police  cars  to  the 
more  remote  city  garage  for  refueling  or  repairs  was  cited  as  one  of 
the  reasons  for  the  dissatisfaction  with  the  service  of  the  city 
garage. 

The  county  garage  is  located  within  a  block  of  the  courthouse 
and  most  of  the  \x2  county  vehicles  serviced  are  stored  in  the  garage 
when  not  in  use.  The  three  garage  employees  perform  a  varied  assort¬ 
ment  of  jobs.  Only  a  few  items  such  as  batteries  and  tires  are  stocked. 
When  repair  work  is  to  be  done  they  buy  the  repair  parts  and  make  the 
installation.  The  county  garage  operates  on  an  independent  appropri¬ 
ation  and  in  only  one  instance,  automobile  lubrication,  is  a  charge 
for  labor  levied  against  a  department.  In  addition  to  his  other  duties 
the  superintendent  of  the  county  garage  supervises  the  hauling  of  coal 
to  relief  clients  of  the  Welfare  Department  and  supervises  the  county 
dog  catcher. 

Cooperative  Buying 

The  Mecklenburg  County  Board  of  Education  and  the  Charlotte  Board 
of  School  Commissioners  are  the  only  governmental  agencies  of  Mecklen¬ 
burg  County  that  are  ouying  cooperatively.  Both  are  largely  financed 
by  state  funds,  and  both  have  the  privilege  of  buying  on  state  con¬ 
tracts.  In  this  way  they  secure  commodities  guaranteed  to  meet  stand¬ 
ardized  specifications  at  the  lowest  available  price. 

In  the  future  it  may  be  possible  for  both  Charlotte  and  Mecklen¬ 
burg  County  to  buy  supplies  and  equipment  on  state  contracts.  Guil¬ 
ford  County  is  one  North  Carolina  county  that  has  saved  money  by  buy¬ 
ing  certain  goods  on  state  contracts  for  several  years.  At  present 
counties  in  seven  states - including  Alabama,  Virginia,  and  West 


... 

J ..  •  r  v  •  :i  -"l  ' 


",  > 

i 


. 


i  ■  • 


. 

i  • 

-  - 

• 

. .  ‘  • :  ‘  ■ 

.  ;  v;  ■; 

•  **  -  •  * 

•j 


*• 

• 

■ 

• 

v  ■ 

.  •  •  • 

• 

• 

* 

• 

• 

:  i)  *  i 


■*  ' 


Virginia - are  permitted  by  law  to  secure  supplies  and  equipment 

through  their  respective  state  purchasing  offices.  ’Estimated  sav¬ 
ings  in  Alabama  resulting  from  this  practice  have  ranged  from  13  to 
22  per  cent*  This  movement  to  encourage  local  governmental  units 
to  purchase  on  state  contracts  has  made  considerable  progress  and 
may  eventually  extend  to  North  Carolina. 
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SUMMARY  AND  CONCLUSIONS 


The  purchasing  procedures  of  Mecklenburg  County  and  the  City  of 
Charlotte  have  been  examined  in  detail.  Considerable  material  has  also 
been  collected  concerning  the  purchasing  methods  of  the  other  govern¬ 
mental  units  of  Mecklenburg  County.  From  the  first  it  has  been  recognized 
that  public  purchasing,  like  accounting  and  personnel  administration, 
are  staff  functions  which  will  not  alter  the  weight  of  evidence  for  or 
against  consolidation.  But  the  method  of  making  purchases  will 
influence  the  tax  rate  and  will  help  to  determine  the  efficiency  of 
the  governments  of  Mecklenburg  County  and  the  City  of  Charlotte,  whether 
separated  or  consolidated.  For  these  reasons  this  study  will  not 
recommend  consolidation  or  continued  separation  but  will  suggest  methods 
of  improving  purchasing  procedure  under  each  type  of  organization. 
Alternative  suggestions  will  be  made  (1)  for  improving  the  purchasing 
procedure  of  the  present  county  and  city  governments,  (2)  for  meeting 
the  problems  incident  to  partial  functional  consolidation,  and  (3)  for 
establishing  a  purchasing  procedure  for  a  consolidated  county-city 
government. 


Methods  of  Improving  the  Purchasing  Procedure 

of  the 

Present  County  and  City  Governments 

If  the  people  of  Mecklenburg  County  and  the  City  of  Charlotte 
decide  against  consolidating  any  departments  of  their  present  govern¬ 
ments,  a  number  of  changes  in  the  present  purchasing  procedure  should 
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be  considered.  The  Institute  of  Government  makes  the  following 
suggestions : 

(1)  Amend  the  state  purchasing  act  (as  it  was  amended  for 
Charlotte  in  19U9 )  to  permit  the  county  purchasing  agent 
to  make  all  purchases  of  less  than  $1,000  without  ad¬ 
vertising  for  bids  or  written  contracts  and  to  make  all 
purchases  of  $1,000  to  $2,000  after  securing  informal 
bids. 

(2)  Give  the  county  manager  additional  assistance  in  order  to 
reduce  independent  departmental  buying,  and  permit  him  to 
consolidate  purchases,  prepare  written  specifications,  and 
advertise  for  competitive  bids. 

(3)  Establish  a  purchase  order  file  in  the  office  of  the 
county  accountant.  This  file  would  be  of  value  as  it 
would  permit  monthly  or  periodic  comparison  of  outstand¬ 
ing  purchase  orders  and  unexpended  cash  balances. 

(U)  Authorize  the  Charlotte  purchasing  department  to  negotiate 
all  purchases  of  the  Park  and  Recreation  Commission. 

(5)  Establish  a  small  reproduction  shop  to  be  operated  in 
connection  with  the  city  purchasing  department  and  the 
city  storeroom. 

(6)  Credit  all  discounts  received  on  city  purchases  to  the 
account  of  the  using  department  rather  than  to  the  pur¬ 
chasing  department. 

(7)  Purchase  necessary  equipment  and  supplies  on  state  con¬ 
tracts  for  both  the  county  and  the  city  governments  as 
often  as  is  economical  or  convenient. 


Amend  State  Purchasing  Act 

The  state  purchasing  act  as  it  applies  to  Mecklenburg  County  should 
be  amended  in  the  light  of  present  economic  conditions.  In  1931  when 
the  local  governmental  purchasing  statute  was  enacted,  a  dollar  bought 
twice  the  goods  it  buys  today.  Many  purchases  which  before  the  war 
were  under  $1,000  and  did  not  require  advertising  for  bids  or  formal 
contracts  now  exceed  $1,000  and  cannot  be  made  legally  unless  advertised, 
a  performance  bond  received,  and  a  written  contract  completed.  This 


1  .  ■'  •  . 

■  •  .  • 


f.  .  ■  ■  ■  '  -  *-•'  •  •  ■■  ...  . 

i  '  t 


:  :  y  ::  r  ..  •;»  .  ■  \  .  .  ; 

■  •  ‘  -■  i  . 

.  ' 


'  •  -  ;•  :  : 


....  '  •  ■  '  . 


i.  ...  •  "...  .-  ■  *  .  ■;  'r.-.y  .•  • 


* 


•  ..  ■ 

to 

0,. ... 

■  •  *T  •  .  .  . 


• 

.■  ' 

36 


situation  frequently  results  in  either  a  division  of  purchases  or  a 
complete  disregard  of  the  purchasing  act.  Charlotte,  Greensboro,  and 
Guilford  County  are  permitted  to  make  all  purchases  of  less  than  $1,000 
without  advertising  for  bids  or  written  contracts  and  all  purchases 
of  $1,000  to  $2,000  after  securing  informal  bids.  Mecklenburg  County 
should  consider  asking  the  General  Assembly  for  the  same  privilege. 

County  Purchasing  Agent 

The  conscientious  chairman  of  the  board  of  county  commissioners 
has  tried  to  centralize  purchases  and  to  see  that  all  purchases  are  made 
as  economically  as  possible.  He  has  been  seriously  handicapped  in  his 
attempts  by  departmental  resistence  resulting  from  habit,  ignorance, 
or  the  limited  amount  of  time  he  can  spend  supervising  departmental 
purchases.  As  has  been  previously  indicated,  it  may  be  advisable  to 
provide  the  county  manager  with  additional  assistance.  If  an  additional 
employee  were  hired  or  if  the  routine  purchasing  duties  were  delegated 
to  the  county  accountant,  independent  departmental  buying  could  be 
reduced,  departmental  purchase  could  be  consolidated,  detailed  written 
specifications  could  be  prepared  on  all  larger  purchases,  and  a  greater 
effort  could  be  made  to  stimulate  competitive  bidding.  A  conservative 
estimate  would  indicate  that  if  the  food  purchases  of  the  county  home, 
the  industrial  home,  the  jail,  and  the  sanatorium  were  centralized,  the 
taxpayers  of  Mecklenburg  County  would  annually  save  several  times  the 
expense  of  a  purchasing  office. 

County  Purchase  Order  File 

All  county  accounts  are  now  kept  on  a  cash  basis.  At  present  it 
is  extremely  difficult  if  not  impossible  for  the  county  manager  to 
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compare  the  liability  incurred  by  contracts  and  purchase  orders  with 
the  cash  balance  in  any  fund  or  account.  County  purchases  are  far  too 
large  for  this  cash  system  yet  too  small  for  an  accrual  accounting 
system.  County  officials  should  seriously  consider  adopting  the  pro¬ 
cedure  now  followed  by  Charlotte.  The  Charlotte  city  accountant  can 
quickly  prepare  a  statement  of  the  real  financial  condition  of  the  city 
or  of  any  account  by  totaling  the  current  file  of  unpaid  purchase  orders 
and  comparing  the  total  with  the  cash  balance  of  an  account  or  of  all 
accounts . 

Park  and  Recreation  Commission  Purchases 

The  Charlotte  purchasing  department  is  proving  daily  that  a 
municipality  can  secure  better  quality  supplies  and  equipment  at  lower 
prices  by  combining  purchases  and  standardizing  purchasing  procedure. 
Continued  progress  and  additional  savings  are  to  be  anticipated  in  the 
future  if  the  city  pur-chasing  agent  and  the  city  department  heads  will 
cooperate  more  fully  in  anticipating  future  requirements  and  in  develop¬ 
ing  detailed  specifications.  An  attempt  should  also  be  made  to  increase 
cooperative  buying  among  the  independent  governmental  units  of  Mecklen¬ 
burg  County.  For  example,  small  savings  might  be  effected  if  the  purchases 
of  the  Park  and  Recreation  Commission  were  negotiated  by  the  Charlotte 
purchasing  department  on  a  voluntary  basis.  Of  course  the  consolidation 
of  specialized  equipment  orders  would  not  result  in  large  savings,  but 
a  majority  of  the  supplies  purchased  by  the  Park  and  Recreation  Commission 
are  the  same  as  those  used  by  city  departments.  These  supplies  can 
frequently  be  obtained  at  reduced  unit  prices  when  purchased  in  larger 
quantities . 
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Small  Reproduction  Shop 

One  of  the  first  informal  suggestions  of  this  purchasing  study  was 
that  Charlotte  should  establish  a  small  stockroom  and  a  small  reproduction 
shop.  Following  this  suggestion  a  stockroom  was  opened  on  July  1,  191*8. 
The  stockroom  now  carries  a  limited  supply  of  office  and  building 
maintenance  requirements.  The  success’ of  this  stockroom  in  reducing 
independent  buying  and  in  maintaining  higher  standards  of  quality  by 
careful  inspection  should  serve  as  a  guide  to  the  advisability  of  expand¬ 
ing  the  stock  to  include  other  goods  for  which  there  is  a  substantial 
demand . 

The  19U9-50  Charlotte  city  budget  provided  funds  for  establishing 
a  small  reproduction  shop  in  connection  with  the  city  stockroom.  Serious 
consideration  should  be  given  to  establishing  this  reproduction  shop  if 
a  capable  multilith  operator  can  be  hired.  Under  similar  circumstances 
Greensboro  and  Gastonia  have  found  such  a  shop  exceedingly  profitable. 
Greensboro's  experience  since  193U  indicates  that  their  small  reproduction 
shop  annually  saves  the  city  approximately  50  per  cent  in  printing  costs. 
The  greatest  savings  of  course  occur  in  the  reproduction  of  the  many 
standard  forms  used  by  the  city  departments. 

Cash  Discounts 

All  of  the  governmental  units  of  Mecklenburg  County  are  saving 
money  by  taking  advantage  of  the  cash  discounts  offered  by  suppliers. 

The  present  city  practice  of  partially  financing  the  purchasing  depart¬ 
ment  from  these  earnings  is  not  recommended.  The  city  accountant  would 
be  equally  conscientious  about  saving  city  funds  and  departmental 
cooperation  might  increase  if  all  cash  discounts  on  purchases  were 
credited  to  the  account  of  the  using  department. 
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Buying  on  State  Contracts 

State  contract  lists  should  be  reviewed  periodically  by  the  county 
and  city  purchasing  agents  to  determine  if  either  the  county  or  the 
city  could  save  money  by  buying  goods  and  supplies  on  state  contracts. 
Guilford  County  is  one  North  Carolina  county  that  has  saved  money  for 
several  years  by  buying  goods  on  state  contracts. 

Partial  Functional  Consolidation 

If  only  a  few  departments  such  as  the  health,  police,  and  tax 
collection  offices  of  Mecklenburg  County  and  the  City  of  Charlotte  are 
consolidated,  all  of  the  suggestions  made  for  improving  the  purchasing 
procedure  of  the  present  county  and  city  governments  would  still  be 
applicable*  However,  if  more  than  one  of  the  consolidated  departments 
were  placed  under  county  administration,  the  county  manager  should 
have  additional  assistance  in  handling  county  purchases.  The  city 
health,  police,  and  tax  collection  offices  are  annually  responsible  for 
approximately  2,000  or  one-fifth  of  all  city  purchase  requisitions.  If 
more  than  these  departments  were  merged  with  the  corresponding  county 
departments,  the  administrative  responsibilities  and  purchasing  duties 
of  the  busy  chairman  of  the  board  of  county  commissioners  who  also  serves 
as  the  county  manager  and  purchasing  agent  would  be  increased.  For 
this  reason  the  Institute  believes  that  partial  functional  consolidation 
would  make  it  imperative  that  a  part  of  the  responsibility  for  county 
purchases  should  be  delegated  to  a  purchasing  agent,  to  an  assistant 
in  the  county  manager’s  office,  or  to  the  county  accountant. 
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Complete  Consolidation 


If  Mecklenburg  County  and  the  City  of  Charlotte  are  completely 
consolidated,  the  new  governmental  unit  will  annually  purchase  approxi¬ 
mately  $2,500,000  of  materials,  supplies,  and  equipment.  This  amazing 
total  does  not  include  the  cost  of  public  utilities,  land  or  buildings, 
or  the  cost  of  contractual  capital  improvements.  Even  though  prices 
decline  the  public  demand  for  increased  services  will  not  permit  the 
total  expenditures  to  fall  below  that  level  in  the  predictable  future. 

A  supply  problem  of  a  business  enterprise  of  this  size  will  in¬ 
evitably  be  inefficient  and  wasteful  unless  authority  over  purchases 
is  centralized  in  competent  personnel  who  will  consolidate  departmental 
requirements,  develop  quality  standards  and  specifications,  stimulate 
competition  among  bidders,  inspect  and  test  goods  delivered  for  com¬ 
pliance  with  specifications,  and  control  the  storing  and  salvage  of 
equipment  and  supplies.  For  purchases  are  only  negotiated  in  the 
interest  of  the  municipality  as  a  whole  if  responsibility  is  definitely 
located  and  expertness  in  buying  is  encouraged. 

The  purchasing  problems  of  a  consolidated  government  will  necessi¬ 
tate  serious  consideration  of  the  following  possibilities: 

Purchasing  Agent 

Responsibility  for  supervising  the  purchases  of  the  new  govern¬ 
mental  unit  should  be  delegated  to  a  full-time  purchasing  agent  appointed 
by  the  chief  executive  of  the  consolidated  government.  If  a  professional 
purchasing  agent  is  appointed  it  would  seem  desirable  to  extend  the 
administrative  discretion  recently  granted  to  Charlotte  on  purchases 
up  to  $1,000  to  the  purchasing  agent  of  the  consolidated  government. 
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The  success  of  the  Charlotte  purchasing  department  in  combining  purchase 
orders,  seasonal  buying,  and  in  stimulating  competition  should  provide 
many  illustrations  of  the  necessity  of  including  such  a  department  in 
the  new  consolidated  government. 

If  County  and  City  educational  systems  are  consolidated,  serious 
consideration  should  be  given  to  the  appointment  of  a  full-time  purchas¬ 
ing  agent  to  supervise  educational  purchases. 

Financial  Support 

The  present  practices  of  partially  supporting  the  Charlotte  pur¬ 
chasing  department  from  cash  discounts  and  the  Charlotte  garage  from 
overhead  charges  levied  against  the  other  departments  is  not  conducive 
to  improved  interdepartmental  relatipns.  It  is  therefore  suggested 
that  the  purchasing  department  and  the  garage  be  financed  by  budgetary 
appropriation. 

Cash  discounts  are  not  earned  by  the  purchasing  agent  or  the  account¬ 
ing  department,  but  by  the  government  as  a  whole  if  funds  are  available 
for  prompt  payment  and  if  the  accounting  and  purchasing  machinery  are 
coordinated  to  insure  prompt  payment.  It  is  therefore  suggested  that 
future  cash  discounts  accrue  to  the  requisitioning  department  or  to 
the  general  fund. 

The  overhead  charges  of  the  garage  should  be  estimated  in  advance 
and  included  as  a  part  of  the  garage  budget.  As  long  as  the  garage 
can  charge  off  overhead  to  other  departments,  there  is  no  adequate 
check  on  the  overhead  expenses  of  the  garage. 

Consolidated  Requirements 


Efforts  to  assist  department  heads  with  their  purchases  must  be 
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renewed.  Independent  purchases  will  continue  until  department  heads 
learn  to  inform  the  purchasing  agent  of  their  anticipated  requirements 
and  to  work  closely  with  him  in  preparing  detailed  specifications.  Of 
course  all  goods?  used  by  the  departments  of  the  consolidated  government 
cannot  be  standardized  and  all  departments  cannot  be  expected  to  use 
the  same  quality  of  a  commodity,  but  a  comparison  of  county  and  city 
purchases  reveals  that  with  the  exception  of  food,  street  equipment, 
and  sanitation  and  water  works  equipment,  the  purchases  of  the  present 
city  and  county  governments  are  similar. 

If  the  different  brands  of  commodities  used  are  reduced  to  the 
smallest  number  consistent  with  the  needs  of  the  using  agencies,  better 
delivery,  smaller  reserve  stocks,  interdepartmental  transfers,  and 
price  reductions  will  be  possible.  Requirements  cannot  be  consolidated 
however,  until  departmental  heads  and  the  purchasing  agents  cooperate 
completely. 

Written  Specifications 

Written  specifications  which  express  the  needs  of  the  government 
in  clear  and  unmistakable  language  simplify  the  task  of  bidder, 
purchaser,  and  inspector  and  make  real  competition  possible.  The  use 
of  brand  names  or  equivalent  in  taking  bids  often  leads  to  substitution 
of  inferior  quality  goods  or  the  abandonment  of  competition.  Although 
it  can  not  be  expected  that  all  purchases  of  a  consolidated  government 
will  be  made  on  detailed  specifications,  such  an  aim  should  be  the 
ultimate  goal  of  the  purchasing  agent  and  cooperating  department  heads. 

The  written  specifications  used  by  the  State  of  North  Carolina 
for  such  commodities  as  gas,  oil,  street  construction  equipment,  fuel, 
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janitorial  supplies,  and  similar  equipment  and  supplies  should  prove  to 
be  of  considerable  value.  Specifications  for  street  construction  equip¬ 
ment  can  be  obtained  from  the  State  Highway  and  Public  Works  Commission 
and  specifications  for  the  other  materials  are  prepared  by  the  Division 
of  Purchase  and  Contract. 

Storeroom  and  Reproduction  Shop 

As  the  purchasing  needs  of  the  consolidated  government  are  established 
the  value  of  a  small  storeroom  and  a  reproduction  shop  should  be  re¬ 
examined.  A  mismanaged  storeroom  can  of  course  be  a  great  liability 
but  some  towns,  such  as  Greensboro,  have  found  that  a  small  storeroom 
permits  the  purchasing  agent  to  buy  more  economically  and  to  reduce 
emergency  purchases  while  permitting  immediate  delivery  of  stocked 
goods.  Greensboro  has  estimated  that  their  reproduction  shop  which 
reproduces  90  per  cent  of  the  printed  and  typed  forms,  instructions, 
receipt  books  and  form  letters  used  by  the  city  government,  has  reduced 
city  printing  costs  by  at  least  hO  per  cent.  Although  comparable 
savings  might  not  be  made  by  a  consolidated  government,  the  possibility 
of  a  small  reproduction  shop  should  be  seriously  considered. 

State  Contracts 

The  purchasing  agent  of  the  consolidated  government  should  in¬ 
vestigate  the  possibility  of  making  purchases  on  state  contract. 

One  county,  Guilford,  has  been  buying  certain  goods  on  state  contracts 
for  several  years  and  permission  could  undoubtedly  be  obtained  for 
the  new  consolidated  government  to  enjoy  the  same  privileges. 

In  conclusion,  it  should  be  noted  that  consolidation  without 
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reorganization  would  not  guarantee  that  the  poorest  purchasing  practices 
would  be  eliminated.  To  make  the  largest  monetary  savings  and  the 
greatest  improvements  in  the  quality  and  efficiency  of  public  service, 
reorganization  should  accompany  consolidation. 
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